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SIMPLIFIED PROCESS FOR CYPHER 



System takes advantage of 
information possessed by Real 
Estate Agents, Builders, Bankers, 
CPAs, Financial Planners, Attornies 
and other professionals that is 
useful in originating a mortgage 
loan. 



L 



■2l< 



If typical software systems used in 
Originator's profession have a 
sufficiently open database, a 
translation program may be provided 
to import the data into our system. 

If such software isn't available then 
the Originator inputs data in his 
possession into a simple loan 
application system. Assumptions 
are made that require as few data 
fields as possible. 



Our software system generates the 
appropriate forms which are signed 

by the Borrower. Forms not in the Originator collects required 

system are provided to the ^ documentation from Borrower and 

originator. Also, federal disclosure forwards it along with signed 

pamphelets are provided to the application packet to Lender. 

Borrower by the Originator. 



Lender/Broker fills in missing 
information in application from credit 
report and documents supplied by 
originator. 

Lender/Broker contacts Borrower for 
any additional missing information 
and processes loan. 

Lender/Broker sends loan to final 
lender/investor for approval and 
prepares loan documents. 



Borrower is contacted when loan 
papers are ready to sign. If possible 

signing is coordinated so that 
representatives from both lender 

and originator attend signing. 

Loan details are input into Rate 
Analyzer to enable the process to be 
repeated when market conditions 
allow.. 



Origination Systems and Procedures 

Broker/Lender must begin by selecting the appropriate type of Originator from the 

list below: 



ORIGINATOR "RE" 


Go To Page 2 


Real Estate Brokers/Agents 


► 



ORIGINATOR "B" 


Go To Page 6 


Home Builders, FSBOs, etc. 


► 



ORIGINATOR "FP" 

CPAs, Financial Planners, Broker/Dealers, Stock 
Brokers, Insurance Brokers/Agents, Attorneys or 
other financial professionals. Collectively 
ORIGINATOR is a financial professional. 



Go To Page 14 



ORIGINATOR "FI" 

Financial Istitutions such as Banks, Savings and 
Loans, Thrifts, Credit Unions, etc. 



Go To Page 18 



ORIGINATOR "R" 


Go To Page 22 


Relocation Company 


► 



ORIGINATOR "C" 


Go To Page 26 


Consumer is Originator 


► 
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STEP #2 - LICENSING - FOR ORIGINATOR "RE' 



NO 



Is a special license required 
to originate loans? 



YES 



Broker/Lender assists 
ORIGINATOR in 
obtaining license, or 
ORIGINATOR gets 
license on its own. 



Does ORIGINATOR 
have required license? 



I 



NO 



YES 



If ORIGINATOR has a 
lender's broker's license, 
ORIGINATOR may either 
hang it independantly or 
may hang it directly with 
Broker/Lender. 



I 



If ORIGINATOR has a 
lender's agent's license, it 

hangs with Broker/Lender, or 
any other entity that allows 

ORIGINATOR B to originate 
loans with Broker/Lender. 



If ORIGINATOR obtains 
a broker's license, 
ORIGINATOR may 

either hang it 
independantly or may 
hang it directly with 
Broker/Lender. 



If ORIGINATOR obtains 
an agent's license, it hangs 
with Broker/Lender, or 

any other entity that 
allows ORIGINATOR to 
originate loans with 
Broker/Lender. 



Continue with Step #3, Page 3 
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STEP #3 - PRELIMINARY SETUP - FOR ORIGINATOR "RE' 



FILE FOLDER 

Contains forms, pamphelets and disclosures that are not customized for each 
Buyer/Borrower and a stacking order checklist. Each ORIGINATOR will have 
several blank files to be customized at application. File folder will be modified to 
comply with regulatory and professional organization rules and standards. 



COMPUTERIZED SYSTEM 

Two different options for proceeding with computerized system. 



System coordinated with real estate 
purchase agreement and other forms. 



Without coordinating real estate 
purchase agreement and other forms. 



System will coordinate with 

title forms and real estate 
forms in such a manner that 
information will be put in 
once and go to the 
appropriate documents. This 

includes purchase 
agreements, counter offers, 
disclosure statements, 
escrow instructions, title 
data, insurance data, 
inspection reports, etc. Said 
information will go into the 
loan forms. 



I 



If Broker/Lender cannot get permission from the 

appropriate companies or organiztions that 
manufacture or license the forms to use said forms 
in Broker/Lender's software, then the information 
needed in Cypher and REALity Check will be 
input separate from said forms. However, the 
system will still coordinate the information 
between the Broker/Lender and the title 
companies, escrow companies (including escrow 
instructions), insurance data, inspection reports, 
etc. Said information will also go into loan forms. 
Cypher will be modified to comply with regulatory 
rules and professional organization rules and 
standards. 



I 



When possible the system will be integrated with the local Multiple 
Listing Service (MLS) to draw in the property information to eliminate 
the inputting of information contained on the MLS. If Broker/Lender 
cannot get permission from the local MLS boards Broker/Lender may set 
up systems to automate gathering such information through other legal 
channels, such as obtaining the information directly from online MLS 
sites or other online services that have the data available from the MLS. 



Go To 
Step #4 
on Page 
4 
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STEP #4 - INFORMATION AND INTERVIEW - FOR ORIGINATOR "RE" 



ORIGINATOR meets with Buyer/Borrower to gather 
information and submit offer on real estate purchase. 



FILE FOLDER 

Explains forms, pamphlets, 
etc. to Buyer/Borrower. 



REALITY CHECK 

Computer system used to prequalify Buyer/ 
Borrower to determine the maximum amount for 
which Buyer/Borrower can qualify under several 
different loan scenarios. 



REALity Check can run several different options based on loan programs, 
down payment, closing costs, etc. Some of this information will be transferred 
to Cypher. ORIGINATOR can get current rates from REALity Check, 
through rate sheets from Broker/Lender (via modem), over the internet from 
Broker/Lender or directly from Broker/Lender over the phone. 



CYPHER 

Input information that is needed to complete purchase agreement if Broker/ 
Lender can interact with the real estate forms. If Broker/Lend is precluded 

from interacting with real estate forms because of copyright infringement then 
the Cypher information will be input separately. ORIGINATOR may omit 

assets and liabilities if they wish and if so, then Lender/Broker will complete 
them. The ORIGINATOR will complete the following other steps: 



Personal information to be input in Cypher includes (but is not limited to) 
current address and phone number as well as information on whether or not 
Buyer/Borrower currently owns or rents its current home and the amount of 
the monthly housing payments. If Buyer/Borrower owns its current home then 
the market value is entered as well. Length of time at residence is also 

entered. Name and address of employer, time on the job, current 
compensation, job title and employers phone number are also entered. 



Step #4 continues on Page 5 
». 

Figure 3 PAGE 4 OF 35 



STEP #4 (CONT) - INFORMATION AND INTERVIEW 
FOR ORIGINATOR "RE" 



Property information to be entered includes (but is not limited to) sales price of 
home, contingencies, amount of deposits, amount of future deposits, etc. 

ORIGINATOR also tells Cypher whether the Buyer/Borrower wants a set loan 
amount or if the loan is to be a set percentage of the ultimate sales price. 



Loan details to be entered include (but are not limited to) estimated final sales price 
after all options are selected and an estimated final loan amount (should estimate on 
the high side); rate; term; points; whether or not there is a balloon payment; title 
and escrow fees (if Cypher has these fees in advance they can be pre-programmed 
into the system) and whether or not ORIGINATOR is giving a credit for closing 
costs. Such a credit can be manually input or Cypher can calculate the credit if it is 
based on a pre-determined formula. ORIGINATOR will also indicate whether or 
not the Buyer/Borrower will have impounds for taxes/insurance. 



1 

ORIGINATOR must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 

national origin is requested. If Buyer/Borrower does not wish to provide 
information about sex and national origin, ORIGINATOR will acknowledge that 
Buyer/Borrower does not wish to provide such information. 



ORIGINATOR prints and 
explains forms to Buyer/ 
Borrower, including forms 
and pamphlets from the lot 

folder (the boiler plate 
forms). Buyer/Borrower 
signs all forms. 



ORIGINATOR collects all applicable 
documentation on the stacking order 
checklist from the Buyer/Borrower, 
including (but not limited to) W-2 
forms, paystubs, bank statements, tax 
returns, bankruptcy papers, retirement 
information, etc. 



ORIGINATOR packages up all gathered information and puts said information in 
a pre-determined stacking order and sends it to Broker/Lender for processing. 



Process Continues on Page 29 with Step #5 
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STEP #2 - LICENSING - FOR ORIGINATOR "B 



NO 



Is a special license required 
to originate loans? 



Broker/Lender assists 
ORIGINATOR in 
obtaining license, or 
ORIGINATOR gets 
license on its own. 



YES 



Does ORIGINATOR 
have required license? 



I 



NO 



YES 



If ORIGINATOR has a 
lender's broker's license, 
ORIGINATOR may either 
hang it independantly or 
may hang it directly with 
Broker/Lender. 



If ORIGINATOR B has a 

lender's agent's license, it 
hangs with Broker/Lender, or 

any other entity that allows 
ORIGINATOR B to originate 

loans with Broker/Lender. 



If ORIGINATOR obtains 
a broker's license, 
ORIGINATOR may 

either hang it 
independantly or may 
hang it directly with 
Broker/Lender. 



If ORIGINATOR obtains 
an agent's license, it hangs 
with Broker/Lender, or 

any other entity that 
allows ORIGINATOR to 
originate loans with 
Broker/Lender. 



Continue with Step #3, Page 7 
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STEP #3 - PRELIMINARY SETUP - FOR ORIGINATOR "B" 



LOT FOLDER 

Contains forms, pamphelets and disclosures that are not customized 
for each Buyer/Borrower and a stacking order checklist. Each lot in 

the subdivision will have its own lot folder. Lot folder will be 
modified to comply with regulatory and professional organization 

rules and standards. 








COMPUTERIZED SYSTEM 

System will be preconfigured for each subdivision using 
ORIGINATOR'S available lots. This pre-configuration reduces the 
input needed from ORIGINATOR. All set parameters for each lot are 
pre-configured in advance (i.e. specific model option, by lot; lot 
premiums; elevation data; premiums for view, size, location, etc.) 








System can be customized to include any specialized forms that 
ORIGINATOR uses in the course of its business (i.e. contracts, state 
disclosures, federal disclosures, local disclosures, etc.) Forms that are 
"Boiler Plate" may be copied and included in the lot folder instead. 
Cypher will be modified to comply with regulatory rules and 
professional organization rules and standards. 






Continue with Step #4, Page 8 
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STEP #4 - INFORMATION AND INTERVIEW - FOR ORIGINATOR "B" 



ORIGINATOR meets with Buyer/Borrower to gather information. 








LOT FOLDER 

Explains forms, pamphlets, 
etc. to Buyer/Borrower. 


— ► 


REALITY CHECK 

Computer system used to prequalify 

Buyer/Borrower to determine the 
maximum amount for which Buyer/ 
Borrower can qualify under several 
different loan scenarios. 







I 



REALity Check can run several different options based on loan programs, down 
payment, closing costs, etc. Some of this information will be transferred to 
Cypher. ORIGINATOR can get current rates from REALity Check, through 
rate sheets from Broker/Lender (via modem), over the internet from Broker/ 
Lender or directly from Broker/Lender over the phone. 








CYPHER 

ORIGINATOR inputs information that is needed to complete pre-configured 

sales contract and other ORIGINATOR forms. Some inputs that are not 
required for ORIGINATOR'S forms but is required for the loan application is 
included as well. ORIGINATOR may omit assets and liabilities sections of 
application. If it does omit these items they will be completed by Broker/ 

Lender. 








Personal information to be input in Cypher includes (but is not limited to) 
current address and phone number as well as information on whether or not 
Buyer/Borrower currently owns or rents its current home and the amount of the 
monthly housing payments. If Buyer/Borrower owns its current home then the 

market value is entered as well. Length of time at residence is also entered. 
Name and address of employer, time on the job, current compensation, job title 
and employers phone number are also entered. 






, Step #4 continues on Page 9 
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STEP #4 (CONT) - INFORMATION AND INTERVIEW 
FOR ORIGINATOR "B" 



Property information to be entered includes (but is not limited to) sales price of new 
home, date of price list being used, prices of any options and upgrades, amount of 
deposits, amount of future deposits, etc. ORIGINATOR also tells Cypher whether 
the Buyer/Borrower wants a set loan amount or if the loan is to be a set percentage 

of the ultimate sales price. 
f 

Loan details to be entered include (but are not limited to) estimated final sales price 
after all options are selected and an estimated final loan amount (should estimate on 
the high side); rate; term; points; whether or not there is a balloon payment; title 
and escrow fees (if Cypher has these fees in advance they can be pre-programmed 
into the system) and whether or not ORIGINATOR is giving a credit for closing 
costs. Such a credit can be manually input or Cypher can calculate the credit if it is 
based on a pre-determined formula. ORIGINATOR will also indicate whether or 
not the Buyer/Borrower will have impounds for taxes/insurance. 



ORIGINATOR must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 
national origin is requested. If Buyer/Borrower does not wish to provide 
information about sex and national origin, ORIGINATOR will acknowledge that 
Buyer/Borrower does not wish to provide such information. 



ORIGINATOR prints and 
explains forms to Buyer/ 
Borrower, including forms and 
pamphlets from the lot folder 
(the boiler plate forms). Buyer/ 
Borrower signs all forms. 



ORIGINATOR collects all applicable 
documentation on the stacking order checklist 
from the Buyer/Borrower, including (but not 

limited to) W-2 forms, paystubs, bank 
statements, tax returns, bankruptcy papers, 
retirement information, etc. 



ORIGINATOR packages up all gathered information and puts said information in a 
pre-determined stacking order and sends it to Broker/Lender for processing. 



Continue with Step #5, Page 29 
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STEP #2 - LICENSING - FOR ORIGINATOR "B" 



NO 



Is a special license required 
to originate loans? 



Broker/Lender assists 
ORIGINATOR in 
obtaining license, or 
ORIGINATOR gets 
license on its own. 



YES 



Does ORIGINATOR 
have required license? 



x 



I 



NO 



YES 



If ORIGINATOR has a 
lender's broker's license, 
ORIGINATOR may either 
hang it independantly or 
may hang it directly with 
Broker/Lender. 



If ORIGINATOR has a 
lender's agent's license, it 

hangs with Broker/Lender, or 
any other entity that allows 

ORIGINATOR B to originate 
loans with Broker/Lender. 



If ORIGINATOR obtains 
a broker's license, 
ORIGINATOR may 

either hang it 
independantly or may 
hang it directly with 
Broker/Lender. 



If ORIGINATOR obtains 
an agent's license, it hangs 
with Broker/Lender, or 

any other entity that 
allows ORIGINATOR to 
originate loans with 
Broker/Lender. 



Continue with Step #3, Page 1 1 
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STEP #3 - PRELIMINARY SETUP - FOR ORIGINATOR "B" 



LOT FOLDER - Contains forms, pamphelets and disclosures that are not 
customized for each Buyer/Borrower and a stacking order checklist. Each lot in 
the subdivision will have its own lot folder. Lot folder will be modified to comply 
with regulatory and professional organization rules and standards. 

COMPUTERIZED SYSTEM - System will be preconfigured for each 
subdivision using ORIGINATOR'S available lots. This pre-configuration reduces 
the input needed from ORIGINATOR. All set parameters for each lot are pre- 
configured in advance (i.e. specific model option, by lot; lot premiums; elevation 
data; premiums for view, size, location, etc.) 

* 

System can be customized to include any specialized forms that ORIGINATOR 

uses in the course of its business (i.e. contracts, state disclosures, federal 
disclosures, local disclosures, etc.) Forms that are "Boiler Plate" may be copied 
and included in the lot folder instead. Cypher will be modified to comply with 
regulatory rules and professional organization rules and standards. 



STEP #4 - ORIGINATOR meets with Buyer/Borrower to gather information. 




T 

LOT FOLDER - Explains forms, pamphlets, etc. to Buyer/Borrower. 





REALITY CHECK 

Computer system used to prequalify Buyer/Borrower to determine the maximum 
amount for which Buyer/Borrower can qualify under several different loan 
scenarios. REALity Check can run several different options based on loan 
programs, down payment, closing costs, etc. Some of this information will be 
transferred to Cypher. ORIGINATOR can get current rates from REALity Check, 
through rate sheets from Broker/Lender (via modem), over the internet from 
Broker/Lender or directly from Broker/Lender over the phone. 

t 

CYPHER - ORIGINATOR inputs information that is needed to complete pre- 
configured sales contract and other ORIGINATOR forms. Some inputs that are not 
required for ORIGINATOR'S forms but is required for the loan application is 
included as well. ORIGINATOR may omit assets and liabilities sections of 
application. If it does omit these items they will be completed by Broker/Lender. 



V 

Figure 3 
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STEP #4 - CONTINUED 



Personal information to be input in Cypher includes (but is not limited to) current 

address and phone number as well as information on whether or not Buyer/ 
Borrower currently owns or rents its current home and the amount of the monthly 
housing payments. If Buyer/Borrower owns its current home then the market value 
is entered as well. Length of time at residence is also entered. Name and address of 
employer, time on the job, current compensation, job title and employers phone 

number are also entered. 



Property information to be entered includes (but is not limited to) sales price of new 
home, date of price list being used, prices of any options and upgrades, amount of 
deposits, amount of future deposits, etc. ORIGINATOR also tells Cypher whether 
the Buyer/Borrower wants a set loan amount or if the loan is to be a set percentage 

of the ultimate sales price. 



Loan details to be entered include (but are not limited to) estimated final sales price 
after all options are selected and an estimated final loan amount (should estimate on 
the high side); rate; term; points; whether or not there is a balloon payment; title and 
escrow fees (if Cypher has these fees in advance they can be pre-programmed into 
the system) and whether or not ORIGINATOR is giving a credit for closing costs. 
Such a credit can be manually input or Cypher can calculate the credit if it is based 
on a pre-determined formula. ORIGINATOR will also indicate whether or not the 
Buyer/Borrower will have impounds for taxes/insurance. 



ORIGINATOR must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 
national origin is requested. If Buyer/Borrower does not wish to provide 
information about sex and national origin, ORIGINATOR will acknowledge that 
Buyer/Borrower does not wish to provide such information. 



Step #4 Continues on Page 13 
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STEP #4 - CONTINUED 



ORIGINATOR prints and explains forms to Buyer/Borrower, including forms and 
pamphlets from the lot folder (the boiler plate forms). Buyer/Borrower signs all 

forms. 



ir 

ORIGINATOR collects all applicable documentation on the stacking order checklist 
from the Buyer/Borrower, including (but not limited to) W-2 forms, paystubs, bank 
statements, tax returns, bankruptcy papers, retirement information, etc. 



f 

ORIGINATOR packages up all gathered information and puts said information in a 
pre-determined stacking order and sends it to Broker/Lender for processing. 



Continue to Step #5, Page 29 
► 
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STEP #2 - LICENSING FOR "FP" 



ORIGINATOR "FP" 

CPAs, Financial Planners, Broker/Dealers, Stock Brokers, Insurance Brokers/ 
Agents, Attorneys or other financial professionals. Collectively ORIGINATOR is a 

financial professional. 



NO 



Is a special license required to 
originate loans? 



YES 



NO 



Does ORIGINATOR have 
required license? 



Broker/Lender 
assists 
ORIGINATOR in 
obtaining license, 
or ORIGINATOR 
gets license on its 
own. 



YES 



If ORIGINATOR has a 
lender's broker's license, 
ORIGINATOR may 

either hang it 
independantly or may 
hang it directly with 
Broker/Lender. 



If ORIGINATOR has a 
lender's agent's license, it 
hangs with Broker/Lender, 

or any other entity that 
allows ORIGINATOR B to 
originate loans with 
Broker/Lender. 



V 

If ORIGINATOR obtains a 
broker's license, 
ORIGINATOR may either hang 
it independantly or may hang it 
directly with Broker/Lender. 



If ORIGINATOR obtains an 
agent's license, it hangs with 

Broker/Lender, or any other entity 
that allows ORIGINATOR to 

originate loans with Broker/Lender. 



Continue with Step #3, Page 15 
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STEP #3 - PRELIMINARY SETUP - FOR ORIGINATOR "FP" 



FILE FOLDER 

Contains forms, pamphelets and disclosures that are not customized for each 
Borrower and a stacking order checklist. Each ORIGINATOR will have several 
blank files to be customized at application. File folder will be modified to comply 
with regulatory and professional organization rules and standards. 



COMPUTERIZED SYSTEM 

System will coordinate and read information from ORIGINATOR'S industry 
software such as tax files for accountants, insurance files for insurance brokers, 
Broker/Dealer files, etc. Through reading files in other software ORIGINATOR 
uses in the course of its normal business practices, information can be extracted for 
loan documents. ORIGINATOR inputs any infornation that is not extracted from its 
other software systems directly (see details below under CYPHER). Cypher will be 
modified to comply with regulatory rules and professional organization rules and 

standards. 



Continue with Step #4, Page 16 



Figure 3 



PAGE 15 OF 35 



STEP #4 - INFORMATION AND INTERVIEW - FOR ORIGINATOR "FP" 



ORIGINATOR meets with Borrower to gather information. 









FILE FOLDER 

Explains forms, 
pamphlets, etc. to 
Borrower. 

* 


DETERMINE RATE 

ORIGINATOR will 
either get rates directly 
from Broker/Lender os 
use REALity check or 

other computerized 
system to look up rates. 
Also, rates may be made 

available online or 
through a fax distribution 
or fax-on-demand system. 




CYPHER 

Transfer data from 
ORIGINATOR'S software 
systems into Cypher to complete 
most of information needed in 

loan application package. 
ORIGINATOR will manually 
input any other required 
information not already 

other software systems. 
ORIGINATOR may omit assets 

and liabilities. If 
ORIGINATOR does not input 

assets and liabilities then 
Broker/Lender will complete 
this info. 




— 






Personal information to be input in Cypher includes (but is not limited to) current 
address and phone number. Length of time at residence is also entered. Name and 
address of employer, time on the job, current compensation, job title and employer's 

phone number are also entered. 




Property information to be entered includes (but is not limited to) current value of 
Borrower's home as will as the age of the home and current paynents. 


ir Step #4 continues on Page 17 
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STEP #4 - (CONT) - ORIGINATOR "FP 



Loan details to be entered include rate; term; points; whether or not there is a 
balloon payment; title and escrow fees (they can be pre-programmed into the 
system). Also indicated is whether or not Broker/Lender is giving a credit for 
closing costs. ORIGINATOR will also indicate whether or not the Borrower will 
have impounds for taxes/insurance. If loan is to be a "No Point, No Fee" Cypher 
will calculate and disclose applicable credits. 



ORIGINATOR must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 
national origin is requested. If Borrower does not wish to provide information 

about sex and national origin, ORIGINATOR will acknowledge that Borrower does 

not wish to provide such information. 



ORIGINATOR prints and explains forms to Borrower, including forms and 
pamphlets from the lot folder (the boiler plate forms). Borrower signs all forms. 



ORIGINATOR collects all applicable documentation on the stacking order checklist 
from the Borrower, including (but not limited to) W-2 forms, paystubs, bank 
statements, tax returns, bankruptcy papers, retirement information, etc. 



ORIGINATOR packages up all gathered information and puts said information in a 
pre-determined stacking order and sends it to Broker/Lender for processing. 



Continue with Step #5, Page 29 
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STEP #2 - LICENSING - FOR ORIGINATOR "FT' 



NO 



Is a special license required 
to originate loans? 



YES 



Broker/Lender assists 
ORIGINATOR in 
obtaining license, or 
ORIGINATOR gets 
license on its own. 



Does ORIGINATOR 
have required license? 



T 



NO 



YES 



If ORIGINATOR has a 
lender's broker's license, 
ORIGINATOR may either 
hang it independantly or 
may hang it directly with 
Broker/Lender. 



I 



If ORIGINATOR has a 
lender's agent's license, it 

hangs with Broker/Lender, or 
any other entity that allows 

ORIGINATOR B to originate 
loans with Broker/Lender. 



If ORIGINATOR obtains 
a broker's license, 
ORIGINATOR may 

either hang it 
independantly or may 
hang it directly with 
Broker/Lender. 



If ORIGINATOR obtains 
an agent's license, it hangs 
with Broker/Lender, or 

any other entity that 
allows ORIGINATOR to 
originate loans with 
Broker/Lender. 



Continue with Step #3, Page 19 
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STEP #3 - PRELIMINARY SETUP - FOR ORIGINATOR "FI" 



FILE FOLDER 

Contains forms, pamphelets and disclosures that are not customized for each Buyer/ 
Borrower and a stacking order checklist. Each ORIGINATOR will have several 
blank files to be customized at application. File folder will be modified to comply 
with regulatory and professional organization rules and standards. 



COMPUTERIZED SYSTEM 

System will coordinate and read information from ORIGINATOR'S industry 
software . Through reading files in other software ORIGINATOR uses in the 
course of its normal business practices, information can be extracted for loan 
documents. ORIGINATOR inputs any infomation that is not extracted from its 
other software systems directly (see details below under CYPHER). Cypher will be 
modified to comply with regulatory rules and professional organization rules and 

standards. 



Continue with Step #4, Page 20 
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STEP #4 - INFORMATION AND INTERVIEW - FOR ORIGINATOR "FI' 



ORIGINATOR meets with Borrower to gather information 



FILE FOLDER 

Explains forms, 
pamphlets, etc. to 
Buyer/Borrower. 



DETERMINE RATE 

ORIGINATOR will 
either get rates directly 
from Broker/Lender os 
use REALity check or 

other computerized 
system to look up rates. 

Also, rates may be 
made available online 

or through a fax 
distribution or fax-on- 
demand system. 



CYPHER 

Transfer data from 
ORIGINATOR'S software 
systems into Cypher to 
complete most of information 

needed in loan application 
package. ORIGINATOR will 
manually input any other 
required information not 

already provided by 
ORIGINATOR'S other 
software systems. 
ORIGINATOR may omit 
assets and liabilities. If 
ORIGINATOR does not input 

assets and liabilities then 
Broker/Lender will complete 
this info. 



Personal information to be input in Cypher includes (but is not limited to) current 
address and phone number. Length of time at residence is also entered. Name and 
address of employer, time on the job, current compensation, job title and employer's 

phone number are also entered. 



Property information to be entered includes (but is not limited to) current value of 
Buyer/Borrower's home as will as the age of the home and current paynents. 



Step #4 Continues on Page 21 
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STEP #4 - (CONT) - FOR ORIGINATOR "FT 



Loan details to be entered include (but are not limited to) rate; term; points; whether 
or not there is a balloon payment; title and escrow fees (if Cypher has these fees in 
advance they can be pre-programmed into the system) and whether or not Broker/ 
Lender is giving a credit for closing costs. Such a credit can be manually input or 
Cypher can calculate the credit if it is based on a pre-determined formula. 
ORIGINATOR will also indicate whether or not the Buyer/Borrower will have 
impounds for taxes/insurance. If loan is to be a "No Point, No Fee" Cypher will 

calculate and disclose applicable credits. 



ORIGINATOR must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 
national origin is requested. If Buyer/Borrower does not wish to provide 
information about sex and national origin, ORIGINATOR will acknowledge that 
Buyer/Borrower does not wish to provide such information. 



ORIGINATOR prints and explains forms to Buyer/Borrower, including forms and 
pamphlets from the lot folder (the boiler plate forms). Buyer/Borrower signs all 

forms. 



ORIGINATOR collects all applicable documentation on the stacking order checklist 
from the Buyer/Borrower, including (but not limited to) W-2 forms, paystubs, bank 
statements, tax returns, bankruptcy papers, retirement information, etc. 



ORIGINATOR packages up all gathered information and puts said information in a 
pre-determined stacking order and sends it to Broker/Lender for processing. 



Continue with Step #5, Page 29 
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STEP #2 - LICENSING - FOR ORIGINATOR "R' 



NO 



Is a special license required 
to originate loans? 



— YES 



Broker/Lender assists 
ORIGINATOR in 
obtaining license, or 
ORIGINATOR gets 
license on its own. 



Does ORIGINATOR 
have required license? 



I 



NO 



YES 



If ORIGINATOR has a 
lender's broker's license, 
ORIGINATOR may either 
hang it independantly or 
may hang it directly with 
Broker/Lender. 



1 



If ORIGINATOR has a 
lender's agent's license, it 

hangs with Broker/Lender, or 
any other entity that allows 

ORIGINATOR B to originate 
loans with Broker/Lender. 



If ORIGINATOR obtains 
a broker's license, 
ORIGINATOR may 

either hang it 
independantly or may 
hang it directly with 
Broker/Lender. 



If ORIGINATOR obtains 
an agent's license, it hangs 
with Broker/Lender, or 

any other entity that 
allows ORIGINATOR to 
originate loans with 
Broker/Lender. 



Continue with Step #3, Page 23 
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STEP #3 - PRELIMINARY SETUP - FOR ORIGINATOR "R : 



FILE FOLDER 

Contains forms, pamphelets and disclosures that are not customized for each Buyer/ 
Borrower and a stacking order checklist. Each ORIGINATOR will have several 
blank files to be customized at application. File folder will be modified to comply 
with regulatory and professional organization rules and standards. 



COMPUTERIZED SYSTEM 

System will coordinate and read information from ORIGINATOR'S industry 
software . Through reading files in other software ORIGINATOR uses in the 
course of its normal business practices, information can be extracted for loan 
documents. ORIGINATOR inputs any infornation that is not extracted from its 
other software systems directly (see details below under CYPHER). Cypher will be 
modified to comply with regulatory rules and professional organization rules and 

standards. 



Continue with Step #4, Page 24 
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STEP #4 - INFORMATION AND INTERVIEW - FOR ORIGINATOR "R ! 



ORIGINATOR meets with Buyer/Borrower to gather information. 



FILE FOLDER 

Explains forms, 
pamphlets, etc. to 
Buyer/Borrower. 



DETERMINE RATE 

ORIGINATOR will either 
get rates directly from 
Broker/Lender os use 
REALity check or other 
computerized system to 
look up rates. Also, rates 
may be made available 
online or through a fax 
distribution or fax-on- 
demand system. 



CYPHER 

Transfer data from 
ORIGINATOR'S software 
systems into Cypher to 
complete most of 
information needed in loan 
application package. 
ORIGINATOR will 
manually input any other 
required information not 

already provided by 
ORIGINATOR'S other 
software systems. 
ORIGINATOR may omit 
assets and liabilities. If 
ORIGINATOR does not 
input assets and liabilities 
then Broker/Lender will 
complete this info. 



Personal information to be input in Cypher includes (but is not limited to) current 

address and phone number as well as information on whether or not Buyer/ 
Borrower currently owns or rents its current home and the amount of the monthly 
housing payments. If Buyer/Borrower owns its current home then the market value 
is entered as well. Length of time at residence is also entered. Name and address of 
employer, time on the job, current compensation, job title and employers phone 

number are also entered. 



Property information to be entered includes (but is not limited to) sales price of 
home, contingencies, amount of deposits, amount of future deposits, etc. 

ORIGINATOR also tells Cypher whether the Buyer/Borrower wants a set loan 
amount or if the loan is to be a set percentage of the ultimate sales price. 



Figure 3 
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STEP #4 - (CONT) - FOR ORIGINATOR "R" 



Loan details to be entered include (but are not limited to) estimated final sales price 
after all options are selected and an estimated final loan amount (should estimate on 
the high side); rate; term; points; whether or not there is a balloon payment; title and 
escrow fees (if Cypher has these fees in advance they can be pre-programmed into 
the system) and whether or not Broker/Lender is giving a credit for closing costs 
and if so the amount of the credit. Such a credit can be manually input or Cypher 
can calculate the credit if it is based on a pre-determined formula. ORIGINATOR 
will also indicate whether or not the Buyer/Borrower will have impounds for taxes/ 

insurance. 



ORIGINATOR must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 

national origin is requested. If Buyer/Borrower does not wish to provide 
information about sex and national origin, ORIGINATOR will acknowledge that 
Buyer/Borrower does not wish to provide such information. 



1 


f 


ORIGINATOR prints and explains forms to Buyer/Borrower, including forms and 
pamphlets from the lot folder (the boiler plate forms). Buyer/Borrower signs all 

forms. 


y 




ORIGINATOR collects all applicable documentation on the stacking order checklist 
from the Buyer/Borrower, including (but not limited to) W-2 forms, paystubs, bank 
statements, tax returns, bankruptcy papers, retirement information, etc. 






ORIGINATOR packages up all gathered information and puts said information in a 
pre-determined stacking order and sends it to Broker/Lender for processing. 






Continue with Step #5, Page 29 
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STEP #2 and STEP #3 - LICENSING and SETUP - FOR ORIGINATOR "C" 



ORIGINATOR will have access to the system through their employer, a club or 
organization, church group, alumni association, their children's school, sports 

groups, over the internet, etc. 






No license will be required, since con: 

h 


sumer will be entering the data for himself/ 
erself. 



o 

'is 3 

V 

FILE FOLDER 

A separate file folder will be set up in advance for each individual borrower. It will 

contain the appropriate individual pamphlets, boiler-plate forms and disclosures, 
etc. that do not have to be specifically customized for each borrower. The files will 
be given to the organization through which the Borrower accesses Cypher or can be 

obtained over the internet. If Borrower requests forms over the internet then the 
Broker/Lender will send out the pamphlets and disclosures. Borrower will get other 

forms over the internet. 



COMPUTERIZED SYSTEM 

System will be available over the internet or on-site at the organizations to which 
the Borrower is affiliated. The system will be set up to read data files from popular 
tax preparation, accounting and financial planning software that may be available in 
order to reduce the amount of inputs required. The Borrower will input directly any 
additional information that is required but that is not available through the 

additional software systems. 



Continue with Step #4, Page 27 




Figure 3 



PAGE 26 OF 35 



STEP #4 - INFORMATION GATHERING - FOR ORIGINATOR "C" 



Consumer gathers his or her own information. 



FILE FOLDER 

An explanation of the forms will accompany the disclosures. File folder will be 
modified to comply with regulatory rules and professional organization rules and 

standards. 



DETERMINE RATE 

Consumer will either get rates directly from Broker/Lender os use REALity check 
or other computerized system to look up rates. Also, rates may be made available 
online or through a fax distribution or fax-on-demand system. 



CYPHER 

Consumer will transfer data from its other software systems into Cypher, provided 
such interfaces are available. Any information that cannot be automatically 
extracted from other sources must be manally entered by the consumer. If 
Consumer so desires he may omit assets and liabilities which will then be input by 
the Broker/Lender. Cypher will be modified to comply with regulatory rules and 
professional organization rules and standards. 



Personal information to be input in Cypher includes (but is not limited to) current 

address and phone number as well as information on whether or not Buyer/ 
Borrower currently owns or rents its current home and the amount of the monthly 
housing payments. If Buyer/Borrower owns its current home then the market value 
is entered as well. Length of time at residence is also entered. Name and address of 
employer, time on the job, current compensation, job title and employers phone 

number are also entered. 



Step #4 Continues on Page 28 
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STEP #4 - (CONT) - FOR ORIGINATOR "C" 



Property information to be entered includes (but is not limited to) sales price of 
home, contingencies, amount of deposits, amount of future deposits, etc. Consumer 
also tells Cypher whether the Buyer/Borrower wants a set loan amount or if the loan 
is to be a set percentage of the ultimate sales price. 



Loan details to be entered include (but are not limited to) estimated final sales price 
after all options are selected and an estimated final loan amount (should estimate on 
the high side); rate; term; points; whether or not there is a balloon payment; title and 
escrow fees (if Cypher has these fees in advance they can be pre-programmed into 

the system) and if Broker/Lender is giving a credit for all or part of the non- 
recurring closing costs. Such a credit can be manually input or Cypher can calculate 
the credit if it is based on a pre-determined formula. Consumer will also indicate 

whether or not the Buyer/Borrower will have impounds for taxes/insurance. 



Consumer must also complete the Declarations section on the loan application 
(example page 3 of current FNMA 1003), this section discloses any lawsuits, 
bankruptcies, foreclosures, loan defaults, etc. Also, information about sex and 
national origin is requested. If Buyer/Borrower does not wish to provide 
information about sex and national origin, Consumer will acknowledge that Buyer/ 
Borrower does not wish to provide such information. 



Consumer prints all forms and also prints an explanation sheet regarding all the 
forms and then proceeds to sign the forms. 



Consumer collects all applicable documentation on the stacking order checklist 
including (but not limited to) W-2 forms, paystubs, bank statements, tax returns, 
bankruptcy papers, retirement information, etc. 



Consumer packages up all gathered information and puts said information in a pre- 
determined stacking order and sends it to Broker/Lender for processing. 



Figure 3 
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STEP #5 - PACKAGE RECEIVED BY BROKER/LENDER 



Broker/Lender receives package from ORIGINATOR 

and reviews the package to determine whether or not the package is complete. If 
the package is incomplete, Broker/Lender contacts ORIGINATOR to get missing 
information and arrange for delivery of missing documents. 



I 

Broker/Lender analyzes the loan package to determine whether or not the loan will 
be submitted through an automated underwriting system or through traditional 

underwriting channels. 



*pj w Continue with Step #6, Page 30 
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STEP #6 - UNDERWRITING DECISION (AUTOMATED) 



Automated Underwriting System 

Broker/Lender determines which system to use and which information in the loan 

package will be required for the system. 



Approved by System 

If the automated underwriting system approves the loan then 
the Broker/Lender will analize the conditions that are placed 

on the approval. 

The ORIGINATOR will be instructed as to which items need 
to be ordered or requested by ORIGINATOR. 

Broker/Lender will take care of the other conditions. 



Borrower Signs Papers, Continue with Step #7, Page 34 



Not Approved by System 

Automated systems will not generally decline a loan. The system is more 
likely to request that a file be underwritten manually. Broker/Lender will look 
at the reasons given by the system for not approving the loan and determine 
whether any requested parameters can be changed to get the loan approved. 



Step #6 Continues on Page 3 1 
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STEP #6 - UNDERWRITING DECISION (AUTOMATED) - NOT ACCEPTED 



Different System to be Used 

If Broker/Lender feels that no changes to loan parameters are likely to 
change the outcome, Broker/Lender may elect to submit the loan for 
automatic underwriting through a different service. 



Loan Parameters to Change 

If Broker/Lender feels that by changing the requested loan 
parameters that the system may accept the transaction, then the 
appropriate changes are made and the loan is re-submitted for 
an automated underwrite. (Back to Page 30) 



No Additional Attempts 

Broker/Lender will determine 
whether or not it appears that the 
loan can be approved through 
traditional underwriting. If so, 
then the loan is processed for a 
traditional loan submission. 

Otherwise, Broker/Lender may 
elect to decline the loan and 
notify ORIGINATOR and Buyer/ 
Borrower. 



y 

PROCESS STOPS 
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STEP #6 - UNDERWRITING DECISION (TRADITIONAL) 



Non-Automated Channels 

Broker/Lender determines that normal "Rules Based" underwriting is more 

appropriate for this transaction. 



Broker/Lender will obtain a credit report and fill out the liability section of the loan 

application. Broker/Lender will also complete the Assets section of the loan 
application using information provided on asset statements and other information 

provided by Borrower (i.e. cash, investments, stocks, etc.) Broker/Lender will 
analyze the Borrower's income, assets, liabilities, etc. to determine what additional 
information is needed and whether or not the loan can be obtained. Broker/Lender 
will contact Buyer/Borrower, complete any missing information, including items 
that were initially left off the loan application. If Broker/Lender determines that the 
loan cannot be done as requested, then the Buyer/Borrower is so informed at this 
time. If Broker/Lender is going to continue working on the loan, then the loan 
application is forwarded to Buyer/Borrower along with any changes or additions 
that have been made by Broker/Lender for Buyer/Borrower to acknowledge any 

changes (by initialling). 



Broker/Lender will order any required verifications (deposit, mortgage, rent, 

employment, etc.) 



Broker/Lender will either open an escrow and order the title reports or instruct 
ORIGINATOR to do so as appropriate. If such services have already been ordered 
by ORIGINATOR then the Broker/Lender will contact the service providers to 

request the needed documentation. 



When appropriate, Broker/Lender instructs ORIGINATOR to order the appraisal 
through an appraisal service designated by Broker/Lender. Appraisal service will 
send the completed report directly to Broker/Lender. 



Figure 3 
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Step #6 Continues on Page 33 
► 



STEP #6 - UNDERWRITING DECISION (TRADITIONAL) 



When package is ready, Broker/Lender determines which Lender/Investor will 
receive the package. If first Lender/Investor declines the loan, Broker/Lender may 

submit it to another source. 



v 




Loan Approved 

Broker/Lender receives approval from 
Lender/Investor. Broker/Lender notifies 
ORIGINATOR and discusses any conditions. 
Buyer/Borrower will be notified by either 
ORIGINATOR or Broker/Lender as 
appropriate. 




Loan Declined 

If Broker/Lender determines that 
the loan cannot be funded, then 
the ORIGINATOR and Buyer/ 
Borrower are so notified. The 
process stops. 






PROCESS STOPS 



ORIGINATOR gathers and coordinates certain conditions (per instructions of 
Broker/Lender) and forwards these items to Broker/Lender. 



Broker/Lender gathers and coordinates remaining conditions and forwards all 

conditions to final Lender/Investor. 



Upon completion of all "Prior-to-Doc" conditions, Broker/Lender orders the loan 

documents. 



j; 

Lender/Broker notifies ORIGINATOR that loan documents are ready and instructs 
ORIGINATOR to coordinate the signing of the documents. 



V 

Borrower signs final loan documents. 



Continue with Step #7, Page 34 
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STEP #7 - LOAN FUNDING 



Escrow Holder sends out signed loan documents to appropriate party as follows: 










f 


If Broker/Lender is to Fund Loan 

Escrow holder sends funding package 
to Broker/Lender for final review. 




If Lender/Investor is to Fund Loan 

Escrow holder sends funding package to 
Lender/Investor for final review. 




f 






f 



After approval of loan documents and 
verification of all conditions being 
met, Broker/Lender funds the loan 
from a warehouse line. 



1 


f 


Escrow Holder receives funds and 
records transaction with the county or 
appropriate governmental agency. 




* 


Broker/Lender prepares the package 
for sale to final Lender/Investor. 







After being compensated by Lender/ 
Investor, Broker/Lender reconciles all 
costs involved with the warehouse 

line, etc. and reimburses Buyer/ 
Borrower for any agreed upon costs. 



After approval of loan documents and 
verification of all conditions being met, 
Lender/Investor will fund the loan. 



1 


r 


Escrow Holder receives funds and 
records transaction with the county or 
appropriate governmental agency. 




f 


Broker/Lendei 
Investor. Broke 
Buyer/Borrowei 


r is paid by Lender/ 
jr/Lender reimburses 
- for any agreed upon 
sosts. 



Continue with Step #8, Page 35 



Figure 3 



PAGE 34 OF 35 



♦ • 



STEP #8 - LOAN CLOSED 



Broker/Lender determines how much to compensate ORIGINATOR in 
accordance with a predetermined agreement for services. 



0 
& 




Broker/Lender enters Borrower's loan information into its proprietary software 
system "Rate Analyzer" for possible future refinances. 




\£ : 
% 










< 






B 


If Borrower came to Broker/Lender 
through a CPA, financial planner, etc. 
then the ORIGINATOR will be 
contacted when Rate Analyzer 
indicates a refinance is possible and 
ORIGINATOR will start the process 
again. 




If Borrower came to Broker/Lender 
through a real estate agent, financial 
institution, consumer direct or 
builder then Broker/Lender will 
contact the consumer directly when 
"Rate Analyzer" indicates a 
refinance is possible. 
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Figure 4 J Contract Information (Screen 2 of 2) 
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Figure 5f - Loan Information (Screen 1 of 3) 




-7 



© 

hi 



<r zo % 



roan Info* (nation* — S creeir-3 of 3 



X I INF0RMAT10N F0R GOVERNMENT M0NT10R1NG PURPOSES 




Figure Loan Information (Screen 3 of 3) 
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Figure ^ Print Menu Screens (Builder and Lender Forms) - Separate Screens 
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Cypher for CPAs - Loan Information Screen 1 of 3 




Cypher for CPAs - Loan Information Screen 2 of 3 
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Cvpher for CPAs - Loan Information Screen 3 of 3 
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Figure^- REALity Check Main Menu Screen 
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Figure^- Qualification Results (specific purcha^price) » ^ 
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$217,641.23 
'$174744.80 
$206,827.03 
$200,468.17 
$204,000.00 



$261,979.91 80.53% 6.750% 2.000% $1,368.41 $272 

$268,641 ".29 31.02% 5.625% 2.000% $1,252.87 $27S 

$225,744.80 77.41% S.500% 2.000% $1,522.21 $235 

$257,827.03 80.22% 7.000% 2.000% $1,376.03 $266 

$251,468.17 79.72% 7.375% 2.000% $1,384.58 $261 

$255,000.00 80.00% 7.500% 2.000% $1,426.40 $265 
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Figure^^ Loan Program Listing 
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Imbortoint Notes 





This program simply does not require calculation of debt/income ratios. Any income information - 

is left blank on the application. Requirements for liquid reserves and credit scores vary 
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Figure 87- Loan Program Detail Screen 



